
The attached Chapter1234,  ?east!? maintenance OrganizationServices, 
Section 1229.2, defines health maintenanceorganization ( ! N O S ) .  

The HMO that is not federallyqualified must meet at least the 
fallowing requirements of42 CFR 434.20(~)(1)(2)(3): 

I. 	 Be organized primarily for the purpose of providing healthcare 

services. 


9. Each application for a Certificate of Authority under the Act 

shall be made to the Secretary
and the Commissionerin 

writing. The part of the application directed to the 

Secretary should contain the information noted
in the attached 

28 PA Code, Chapter 9, Health Maintenance Organization, Annex 

C, Application For Certificate of
authority Subsection 9.52, 

Content of Application for Certificate of Authority
(1)-(22),

and 31 PA Code, Chapter 301, health Maintenance Organization,

Subchapter C, Application for Certificate of Authority, 

Subsection 301.42, Content of Application for Certificate
of 

Authority, (l)-(23), and 40 PA Code, Subsection1555.1, 

Certificate of Authority. 


R. 	 A corporation receiving a Certificate of Authority to 

establish and operatea health maintenance organization shall 

provide quality health care services
in a cost effective 

manner which does not impair the corporation's ability to 

deliver, arrange for the delivery, or pay for health services 
for its members. Attached are 31 PA Code, Chapter 301, 
Subchapter D, Operational Standards fora Health Maintenance 
Organization, Subsection301.61, Operational Standards, and 25 
PA Code, Chapter9, Subchapter E, Operational Standards fora 
Health Maintenance Organization, Subsection
9.71, Operational

Standards fora Health maintenanceOrganization. 
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IT. 	 Hake the servicesit provides to its Medicaid enrolleesas 
accessible to them(in termsof timeliness, amount, duration,and 
scope) as those services are to nonenrolled Medicaid recipients 
within the area servedby the HMO. 

A .  	 A h e a l t hm a i n t e n a n c eo r g a n i z a t i o ns h a l lh a v ea n dm a i n t a i n  
a d e q u a t ea r r a n g e m e n t sf o ra s s u r a n c eo fa c c e s st oc a r ea sn o t e d  
i n  t h ea t t a c h e d  25 PA Code,Chapter 9 ,  Annex A ,  Subchapter  E ,  
O p e r a t i o n a lS t a n d a r d sf o r  a Health Main tenanceOrganiza t ion ,  
Subchapter  9.75, Assurance of Access t oC a r e ,( a ) - ( f ) .  

R. 	 H e a l t hm a i n t e n a n c eo r g a n i z a t i o ns h a l lp r o v i d ee i t h e rd i r e c t l y  
o rt h r o u g ha r r a n g e m e n t sw i t ho t h e r sb a s i ch e a l t h  services and 
p h y s i c i a ns e r v i c e sp u r s u a n t  t o  40 PA Code,Subsect ion 1554, 
S e r v i c e s  Which S h a l l  Be P r o v i d e d ,( a ) - ( b ) .  

C. 	 A h e a l t hm a i n t e n a n c eo r g a n i z a t i o ns h a l lp r o v i d e  a t  l e a s t  t h e  
b a s i ch e a l t hs e r v i c e sa sl i s t e di n  28 PA Code,Chapter 9 ,  
Annex A ,  Subchapter  E, O p e r a t i o n a lS t a n d a r d s  for a Heal th  
Main tenanceOrgan iza t ion ,Subsec t ion  9.72, B a s i ch e a l t h  
s e r v i c e s ,( a ) - ( d ) .  

TN 1\92-91 
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111. 	 Hake provision, satisfactory to themedicaid agency, against the 
risk of insolvency, and assure thatmedicaid enrollees will not be 
liable for t h e  HMO's debt if it does becane insolvent. 

.4. 	 The 31 PA Code, Chapter 301, health Maintenance Organization,
Subsection 301.2 and Subchapter G ,  Subsections 301-121 
301.126 implements several consumer protection measures to 
mitigate HMO insolvencies and provides for other protectionin 
the eventof an HMO insolvency. 

TN //92-01 

Supersedes $1 3 0 19% 

TN Ibaq-2 Approval date e Effective gate- ~ _ _ _ 
___I 



subject  

be 

Insomecases.the commonwealth 
agencieshavenotbeenpayingven
dor'sinvoicespromptly. this has re 
sulted in a monetaryhardship u p o n
thevendorsand c a n  bea particular
hardship on smallbusiness-concerns. 
Because of this hardship, many small 
businessesarereluctant to bid on or 
seek Commonwealthcontracts the 
purpose of the proposed regulations is 
to insurethat small businesses dlnot 
have to bear an unreasonable financial 
burden when doing business with the 
Commonwealthandtoencourage allarthat theestablishment Of Ch0 Commonwealth agencies to promptlyregulations b both necessary and a p

appropriate for theadministration and 
enforcement of the authorizing stat

.urn . .  - ,- :< ..-.**,: $.-%i&L -. 
the Office of t he  Budge t  ac t ing  un 
duauthorizing statute, orders:',I
-'(I) 'The regulation; of t h e  O f f i c e s  
administration and the Budget. 4 Pa;
c& Chapter 2. are amended to add 
Subchapter B. $5  2.31 - 2.40.to read 
asset forth P t  13 Pa. B-1961 (June 18. . . .%.I.19331. .-..,.. ,. 5 ..a .,:--.h ,-._..

.,,! .. -e.. ..-. 

12) TheSecretary of theBudget ' 
shall submit this order and 13 Pa. B. 
1961 to the General Counsel and the 
attorney general for approval asto le 
&tyasrequired by law. .._.-. i; : 

13) TheSecret& of theBudget
shall duly certify this orderand 13 
7a. B. 1961 and deposit the same with 
,he legislative reference Bureau as 
requiredby law.,. .- . . .. .  .~ .. - .  

14) this order shall take effect upon
publication In cr.2 pennsylvania o,;:~ 
bulletin I . - . . . - . . ,  

B y  the  office o f t h e  Budge t  .'-.' - -"' .-
R O B E R T  B i T i E NB E N D E R .  . 

. V - .  ._  secretary 
fiscal note FiscalNote 9.4-3 re

mai l s  valid for the final adoption of 
theregulation - .  

independent regulatory . 
REVIEW commission .. _ .  

On June. 8.' 1983. the independent 
Regulatory commission r eReview 
received the proposed regulations from 
the Governor's Office of the  Budget  
The% regulationsproposed would 
amend 4 Pa. Codebyadding
$5 2.31 - 2.40, concerningthepay
ment of interest penalties to qualified 
small business concernsthis new s u b  
chapteris bekg proposedunderthe 
Office of the  authori tybudgets
grantedbytheact of December 13. 
1932 (Ac t  2661, amending an act of 
1329 (P.L.343.  No. 176) knownas The 
fiscal Code. this proposed regulation 
was published in the  pennsylvania
bulletin on June  18, 1983. with a Bureau. 

]',..We have reviewed the proposal and 
find it to be -in thepublicinterest. 
Adoption of this new subchapter wil l  
encourage small businessesto  compete
for contracts with the State without 
having to worry about adverse cash 
flow impacts that could occur in the 
event of slow payment by the State.  
s imilar ly  the regulations should prcr 
vide an incentivefor all State agencies 
to promptlypayproperlycompleted
invoices and should improve the fiscal 
operation and reputation OF t he  Com
monwealth There will be a s m a l l  in
crease L? the paperwork that these 
small businesses will have to complete
since they will have to add on each in
voiceself-certifyingthe statement 
that they  me  a qualifying small busi
ness, but this burden should be insig
significant. Likewise, should bethere 
minimal fiscal impact upon the Com
monwealthduetoprocedures being
implemented by all State agencies to 
promptly pay outstanding obligations
in a timely manner. There should no 

impactadverse upon l o c a l  govern
ments or the general public. Therefore, 
we approve the proposed regulations 
as published a t  13 Pa. B.1961. . 

. .  . - 8  * ' I - , . . _ .  ' L _.. 
The Commission reserves the right 

to review these regulationsif i t  u s u b  
stantially amended prior tofinal publi
cation. _ _ _  .- ,. . 

Copies of t h i s  order shall be directed 
to the Secretary of the Office of the 
Budget. the chairmen of the standing
Committees.the TaskGovernor's 
Force on Regulatory Relief. t h e  a t t o r  

P.S.$9 532(aland (g)).
the regulations are intended to pro

tect subscribers who voluntarily enroll 
b healthmaintenanceorganizations.
which combinethe delivery and financ. . .ing of health a r e .  

Notice of proposed rulemaking was 
published a t  11 Pa. B. 2490 (July 11,
:?s!\, 2:; :h: public was invice? 
comment. 

comments theThe andDepart
ment'sresponse to thosecomments 

. .are summarized below: - . c '  , . _  
1. S e c t i o n 9 2  definitions :-: 

a. Comment: T h e  t e r n s  lndividu
a1 prac t iceassoc ia t ion"  tIP.4),
Group/staff model HMO". and "Out
patientandpreventivemedical s e n 
ices" beshoulddefined. . *, . -

Response: The  I P A H 
andGroup/StaffModel HMO have 
been definedin the definitions section. 
"Outpatientandpreventivemedical 
s e r v i c e s  has been morespecifically 
defined in 9.72. since this is t he  see 
tion in which detailed requirementsfor 
provision of basic  heal th  senices  are 
described. , . . & - . .  
2. 	Sect ion 9.52 Content ofapplication

ofcertficateofauthority. -. , 

a. Comment Q 9.52115): Jobdes
cription for  other than theH510 m e d i  
cal Directorshould be required.

a t t o r n e y  and the legislative Refer- R e s p o n s e :  The medicalDirector 

day period 
20. ence I ' , - _ withinan HMO plays an important

Dated this 29th dayof June. 1983. and pivotalrole inensuring the quality 
. .  . .  . . 



-- 

grievance  

- -  

..J 

of a r e  provldedtosubscribers.The 
jobdescription 13 required 50 that  it 
may be evaluated against medical DI
rectorstandardsfound in 4 9.76(b). 
since the regulations containno stand
ards  for other senior management PO
sittons such a s  Executive Director or 
marketingDirector.lobdescriptions 
are not required far these positions 

In addition. the Departmenthas d e  
termined that  in the interest of clarity,
theotheritemsofinformation r e  
quested in 0 9.52115) shouldbelisted 
separately and therefore reads as fol
lows: - ' ?  -:.... ;: ,.:b: - '  

. . _  

, '  (15) A copy of proposed general sub
scriber literature. -.

-:I- ' : - - . ' i  :; 5 
..':-.(16)A job  ordescr ip t ionf the +si-. 

. , - - -,:. t io r  of medical director :;-;-

- .  

Response: .Addition of this phrase is 
unnecessary thesince current lan
guage, "performed. prescribed. or su
p e r v i s e d  by a phys ic ian-h  suf f ic ien t  
5- section 9,721b):: r.; s*$,t:*..7.-Zi .T:,j-d 

.. 
The hasDepartment initiated a 

change to make the copayment limita
tions applicable o n l yto basichealth 

~
ance process shouldbe revised t o  allow 
the involved provider 8130 to present.~testimony. *: . I . ' - .  . ..-I 


:-Response: W e  theDepartment  
believesthat, of necessity. provided
er/KMOrelationships typicall!, are 
suchthat a providerinvolved in LI 
grievance would have adequate oppor
tunity to provide input into the griev
ance the hasprocess. Department 
amended 6 9.73(l)(ii)10.83 t o  specific
ally permit both the subscriber and 

services. This change-isintended to 
- .  1 give HMOs providingsupplementary 

, i. (171 A procedures for referral of sub- I healthservicessuch as dentalcover
scribersto	nonparticipating special . age or prescription drug coverage flex; 

.... -. ' 
' L .-. bts.I .  .. . - - . - . . A-<.. .'-, . . I  _.-.*i ibility incompeting in the health insur

c -.- - i  -.. ( l S )  w r i t t e n  p r o c e d u r e s  for pay.' 
. - ment of emergencyservicesprovided 
. . byother than a participating provider. 
.- . Items 16 through 19 are subsequent.' lyrenumbered 19 through 22. , .  

_ _ b Comment. 0 9.5214): Anappli
' cant should also be required to provide 
' informationregardingproposedprac

tice site locations and hours of opera:
tion a s  this relates to the notionsof ac

, . cessibility and availabilityof services. 
I Response: The agreesDepartment

this requirement as 

"any other party of interest" to s u b  
_ .  , .  , 

marketplace. Department 
mit written i n f o r m a t i o n  the griev. 

ance The : 

has further clarified the f i n a l  portion
of 5 9.721b)IZ) to read,"subscriber 
must demonstrate that co-paymentsin 
that amount have been made during 
the calendar year." 
6. 	Section . 9.73.Operationalstand

ards regarding subscriber grievance 
systems. . , .  ... 

a. Comment,  general  There should 
be provision for provider grievances. 

Response: Theappropriatemethod 

. . . <  . - .YiL.  , 

anceprocess.. , _ .  -I+ , . 

d. Cornmen; 9 9.73(2)( i i iL This sub
section should be clarified to note t h a t  
grievancescanbe appealed to  either 
the Healthor Insurance departments.  

Response: The subsection has been 
amended to read. ". ,.be binding un
lessthesubscriberappealsthedeci
sion. depending upon the natureof the 
grievance.totheSecretary or to the 
Commissioner." I t  is anticipated that 
grievances relating to quality of care 
would behandledbytheHealth D* 
par tment  while grievance relating LG 
contractual benefits would be handled 
by the Insurance Department.In actu
al practice, it makes little difference to 
which Department s subscriber a p
peals a decision, since the departments
will cooperate in ensuring that griev
ance appeals received will be  handed  
by the more appropriate Department. 
7. Section 9.74. Operationalstand

a d s  regarding assurancequality 
systems. , u-. , , . - . 
a. Comments, 9 9.74(a)/2): section 

9.741a112) should &ow HMOs to  offer 
coverage for non-medicallynecessary
services. ' . 1. . .  I . 

Response: Thelanguage of 5 9.74 ,  
(a)(21hasbeenchangedtoallowan 
HMO flexibility in providing non.med
ically necessaryservices i f  i t  so 
chooses. 
8.  Section 9.75. Operat ionalstand

ardsregardingassurance of access 
to  care . 

a .  C o m m e n t .G e n e r a l :  H Y O s  
should be provided flexibility t o  reflect 
local conditions Subsection (cUll 13 in 
direct conflict with the policy of the 
Pennsylvania medical Society. 

,, 
* ; ..,.3 Section g,ss,f,: . -,.!- ..= .- . ,.

a. Comment:  Thereasonswhythe 
Department would hold a public hear
ing should be specified. The relation
ship betweentheHealthand Insur-

Departmentsance should be ex
plained ' -

Response: This hasSection been 
clarified to indicate that the reasonfor 
public hearings would be to gather ad
dtional information and that the De 
Operational d a t tempt  to hold joint
hearingswiththeInsuranceDepart
ment wherever possible The Depart
penthasfurtherclarified 9 9.531f112) 
to indicate that notice wil l  be pub
lished atleast  !O daysprior t o  :he 
hear ing , .  r :-. 
4 .  	section 9.72 Operational stand

a r d s  regarding basic health services:-	 ~~ - - ~  0 ~~ 
.. services 

A.  Comment.  5 9 72/aX51: The s e w  
icesrequired insubsectionla)(5)should 
be specifled. - ,  . 

response Outpatientandpreven 
t ive  medical services has beenmore 
specifically defined by the  addt ion  of 
thephrase. ". . . suchas well baby

TN #92-01 
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ani  has  added  a- for resolving grievances betweer ?re 
part  of revised $ 9.521 10). . . providers ana an h510 IS  through the pro

vider contract which is the instrument 
defining the relationship between the 
two entit ies ~ .. . .  

b .  C o m m e n t ,  G e n e r a l :  H M O s  
should have more flexibility in struc
turing grievance systems. 

Response The Department strong
lybelieves thatsome specific stand
ards must be provided in order to safe
guard subscriber interests. Establish
ment of morethantwolevels of r e  
view, for example, could actas a deter
rentforconsumers to  file or pursue
grievancesthroughvariouslayers of 

. 	HXIO bureaucraticappealprocesses.
The requirement that onethird of the 
grievance committee be subscribers is 
minimual and serves to ens-; that the 
subscriber viewpoint is present on the 

committee. . .  
. _  . 

I t  is notedthat HhlOs  maygainflexibility in structuring grievance 
processes by utilizing t h e  procedures 
found in d 9.97. relating to exceptions
The recognizesdepartment that a 
broadrange of innovativegrievance 
systems might be attempted which 
would meet the needsof a given organ-

TN g84-2 Approval Date 
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response  theDepartmentstrong
ly believes that t h e  requirementthat 
nonemergencyreferrals for speciality 
-are be approved by thesubscriber’s 

unary care physician is absolutely
essentlal for cost and quality control 
w i t h  a n  H310 sett ing The Depart
ment believes that no organizational 
arrangement is as important in char
racterizing an HMO a s  IS the very s~ 
d desirable and key role played by 
the subscriber’svoluntarily selected 
primary a r e  physician.Theprimany 
care physicianspalys the idealrole of 
acting as the me&& manager of the 
subscriber. ensuring that  patients re
cieve care of the best quality which is 
integrated.continuousand which is 
the most cost-effective f o r  all parties
concerned - the HMOs. i ts  subscrib 

. 	ers. and i t s  participatingphysicians. 
The system makes best use of the pri
m a ~=re physician and of the special
ist. i t  allows specialist physicians par
ticipating in anHMOtomakethe 
most effectiveuse of their skills in 
treatingpatients whoMereally in 
need of a level of care commensurate 
with their training and experience. I t  
likewise necessaryplaces controla 
uponconsumerswho,throughignor
an- or otherwise. may make unneces
sary demands upon the HMO’s health 
caredeliverysystem.Notwithstand
ing local referral practices. to allow the 
consumer to self-refer would defeat the 

purpose of the hmo sys tem 
b. Comment, 5 9.75(d)(1) Thissub

section needs clarification as to theex
tent of the requirments 

Response: I t  isnotfeasibletobe 
more specific as to the extent of this 
s p a a h s t  participationrequirement
because of the differing circumstances 
of HMOs andpotential  HMOs 
throughoutCommonwealth.the In 
large urbanareas of theState ,an 
H110 would be expected to have for
m a l  arrangements for those specialties
where-servicesarelimited A rural 
HMO would be expected to have a for
malprocedurefor providing needed 
specialistcare,formostspecialties,
perhapsthroughappropriatereferral 
to a tertiary care center. 

c. Comment.general  The follow
ing sectionshouldbeadded: "If  a 
healthmaintenanceorganization of
; o r 5  eye =:?which 15 ,VI:?--. the scope 
of practice of optometry. i t  shall make 
optometriccareavailabletoitssub
scribers. and shall make the same re
imbursement whethertheservice is 
provided by an optometrist or a physi
clan." 

Response :  Optometriccare i3 op 
ional. not required. and since this l a n  
.uage 1s already found in the statute.  

TN 892-01 
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it neednot be repeated in regulation 
See 40 P. S.3 1555.l(f) 

d.  Cornmen& 4 9 75(e)(1) - 51: this 
Section should be rewritten and devel
oped to describe written protocols gov
erninggeneralprocedurestoassure 
the availability of the services defined 
as  minimialbasic healthservices m 
9.72(a)(l- 5). 

Response: TheDepartment in i ts  
questtoensuresubscriberaccess LO 
care,requires submisssion of written 
proceduresdescribinghowtheappli
cant H110 is going to provide the list 
ed services. These are "organizational
protocols"notmedicalprotocols as 

' implied in the comment. The Depart
ment is seeking t o  learn about HMO 
preparedness in instructingits staff 
andparticipatingproviders in han
dling forexample,_"treatment of. 
chronic illnesses." In order not to con
fuse the request for general procedures 
with specific medical protocols for the 
treatment of a specific disease (for ex
ample, diabetes), the language of this 
Section has been changed to refer to 
procedures rather than protocols. 
9. Section 9.76. operationalstand

ards regarding professional staffing 
ofhealth maintenance organizations 

a. Comment, 5 9.76(a)(5): There is 
great difficulty in applying staffing ra
tios to Individual Practice Association 
(IPA) Model HMOs. 

Response: The requirement for IPA 
HMOs has been clarified by a revision 
of subsection idlbjl .  wjocj EO'& Leaas. 
"AnIndividualPractice Association 
Health OrganizationMaintenance 
shall submittotheDepartmentevi
dence of otherstandards or mech
anisms which it applies to assure pa
tient access tophysicians as necessary 
to meet the intent of the above stand
ards." 

b. Comment, 9.76(a)(4): Thelan
guage appears to require Department
approval to use physician extenders. 

Response: Departmentalapproval
for use of physician extenders was not 
intended. What was intended was D e  
partmental approval to use physician
extenders in order to meet the physi
cian-subscriberratiostandards. Be 
cause the useof physician extenders is 
well accepted.the provisions for D e  
partmental approval has been deleted. 
The sectionnow begins "To meet phy
sician-subscriber ratios. a health main
tenance organization may use licensed 
and certified physician extenders. . ." 
information reguarding use of physi
cian extenderstosatisfytheprofes
sional standards is required LO be s u b  
mitted m the application for a certifi 

Attachment 2 .I-A 
Page 3 
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cate of  authority. and this change has 
beenreflected in 9 9.76(a)(4)(i) 

c.  C o m m e n t .  5 9 ;76(a)’8 ( S o w  
deleted).TheDepartmentshouldrec
o p e  the impact of continuing education 
tion programs on the professional corn. 
petence of individuals is inconclusive. 

Response: The Department has d e  
Ieted the continuing education require 
ment.Mostprofessionalaccrediting
andcredentialing bodies require con
tinuing education. and to require con
tinuing education in these regulations
would be redundant and superfluous. 
10. 	Section 9.77 operationalstand

a+ regardingsubscriber rights 
a. Section 9.77(a)(5) TheDepart

ment has initiated a change to indicate 
that consent must be given unless the 
subscriber'smedical - condition p r e  
vents consulting with the subscriber, 
in accordance with section 103 of the 
Health Care Service malpractive Act, 
40 P. S. 1301.103. . .-

11. Section 9.92 Quarterly reports: 

a. Comment g e n e r a l  quarter ly  r e  
ports are unnecessary and add to the 
administrativeexpenses of boththe 
HMO and the Department.  The Secre 
tary is withoutauthoritytorequire 
submission of quarterlyreports. I . 

Response: The Department believe3 
that the data requiredLO be submitted . .in quarterlyreports is -d. rela. 
tively simple. to collect. and would be 
collected in any event by anywell-man
aged &!IO. Submission of such data 
on  a qua r t e r ly  oasis IS necessary so 
that the Department can monitor the 
data. compare it to general standards 

andfor HMO utilization. compare
data among HMOs. This d serve to 
act a s  an early warning system where
by significant under or over utilization 
of services can be promptly researched 
on an individualH310 basis in order to 
protect subscribem. Quarterly reports 
are currently submitted to the Depart
byment all HMOs . .  . 
12. 	Section 9.93. E x t e n d  quality of

surance assessment 

a. Comment,General:  This require 
ment seemsunnecessary since the Sec
retary is without authority to assess 
the performance of HMOs. The Secre. .ta-..~- .__.. .* _  - 1. -..-. -:.I!-. ::!:V to require an 
external quality assessment. The term 
"expert" should be clarified. 

Response: This requirement is simi
l a r  to the concept of having an inde
pendent certified public accountant 
sudit a corporation's financial records 
or a JCAH team conduct a surveyof a 
hospital 'sprogram. I t  allow3 t h e  a s  
sessment to be done by experts which 

p, 1992 SATURDAY, 
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may not be available on the Hea l th  D e  The Department of Health finds: 

partment s staff and permits t h e  r e  111 T h a t  public notice of intention t o  

v i e w  to  be conducted on 3 consuitan: adoptregulationsadopted by this or.

basis w i t h  possible suggestions t o  b. der has been duty given under sections

@ \ e n  lor improvement of  the  quality 201 and 2002 of the CDL 145 P. S. 

assurance system The National Corn. $ 5  1201 and 12021 and the regulatlons

mittee for qualityAssurance.\\'ash. 

ington D C I S  anexample of oneor. thereunder. 1 Pa Code $ 5  7 . 1  and 7 2. 


organization which may be acceptable to 121 That the adoption o f  the regula

t h e  Department to conductanexter tlons of t h e  Department of Health In 

nal quality assurance assessment. This t h e  manner provided In this order u 

organization IS composed of repre necessary and appropriate for the ad 

sentatives of bothgroupstaffmodel munistrationandenforcement of the 

practice As- authorizing statuteshmos andindividual 

soclatlon\lode1 h m o s  Thespecific 131 The Department of Aging has re

purpose of tho organization II  to as- viewed theproposedregulations and 

sess H510 quality of care. I t  is the De finds them acceptable.

partment’sopinionthat it hasade 

TheDepartment of Health.acting
quare authorityto require that such an 
under the authorizing statutes. orders:
external qualityassessment be con. 

ducted on a periodic basis a s  a logical
extension of Its responsiblity to  motu
tor the quality of careprovided to 
H110 subscribers The Department al
so has made a minorclarification by
specifically recognizing its right to re
quire an external quality assessmentI f  
the Department receives indications of 
quality of care problems within a par
ticular HMO. 
13. section 9.516. Board composinon 

a. Comment  Q 996(a) I t  1s impose
sible to monitor influence of board 
members over other members. 

Response: DepartmentThe has 
clarified that the undueInfluence r e  
quirement relater only to  the subscrib 
er selectionprocess.Thesecondsen
tence of subsection la)  now reads. "The 
subscriber boardmembership select 
tlon process shall be structured In such 
manner so as to preventundueInflu
ence In theselectionprocess by non  
subscriber members of the board. . ." 
14. Section 9.97. exceptions 

a. comment Genemi: hmos need 
flexibility In structuring their funce 
tlons and operations 

response fa order LO make it US* 
for HMOs to obtain an exception. the 
following phrase hasbeen deleted from 
4 9 97(a) .'. . . butwhen full compli
ance would create an unreasonable 
hardship on an applicatn corporation
and Its healthmaintenance organiza
tlon." In addition subsection (d)(3) has 
been amended to Include a denial LO 
grant an exceptions TheDepartment
has furtherclarified that failure to 
comply may result In actton rather 
than will automatically so result. 
Contact Person 
Rodney C Mover. Director 
division of heatlh Care Plans 
P 0 B o x 9 0  
Harrisburg Pa. 17108 
I: 17) 782.2547 

( A I  'The regulations of the Depart. 
ment of Health. 28 Pa. Code. are 
amended by adding chapter 9. # #  9.1. 
9.2. 9 31. 9.32. 9.51- 9.55. 
9.71- 9 77. and 9.91- 9.97. to read 
as set forth in Annex A hereto 

(B) Thesecretary of the Depart. 
ment of Health s h a l l  submit this order 
andAnnex A hereto to theGeneral 
Counsel for review and approval andto 
the  Office of the Attorney General for 
review as to legality a3 requiredby
law. 

IC) TheSecretary of theDepart  
ment of health shall duly certify this 
order and Annex A hereto and deposit
thesame with theLegislative Ref
erence Bureau as requiredby law. 

(d) this ordershall take effect 
upon publication In the Pennsylvania
bulletin 
By he Department of health 

H.ARNOLD MULLER .\¶.D.. 
Secretary 

Fiscal Note: Fiscal Note H814 * 
mains valid for the f i n d  adoption of 
the subject regulation. 
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Subchapter A. GENERAL 
Information 

1 9.1. Applicability 

This chaptershall be applicable to 
dl persons who propose to undertake 
to establish. maintain and operate e 
health maintenance organization with 
in this Commonwealth. with the excep
tion of health maintenance organiza 
tionprogramsexemptedunder s e e  
Lions 16 and 17(b) of the act c40 P.S.
00 1566 and 1567(b) 
t 9.2. definitions 

the following words and terms, 
when used in this chapter. shall have 
the following mearungs unless the COP 
Cut clearly indicates otherwise 

Act -The HealthMaintenance 
organization Act 140 P.S.$9 1551 
1567). 


Basic  health services - T h o s e  
healthservicesincluding a s  I mini  
mumbutnot limited to emergency 
care inpatient hospital and physician 
cam ambulatoryphysiciancare.and 
outpatlent d preventwemedical 
sew- the term ISelaborated on In
4 9.72 (relating to operaclonalstand
ards regarding barichealth services) 

certificate of authoriy - The d m 
mentissued Jointly by the secretary
andthecommissionerpermitting 8 
corporation to establish. maintain and 
operate a healthmaintenance organi
zation 

commissioner - TheInsurance 
Commissioner of the Commonwealth 



department - The Department o f  
H e a l t h  of t h e  commonwealth 

federally qualified health mainte
nonce organization - An entity w h i c h  
has  D e n  found by t h e  Secretary of  t h e  
United states departmental ofHealth 
a n d  HumanServices L O  meet the re
quirements of $ 1301 of the public
Health service act 142 u s c 4 300e) 

C r o u p  practice HMO - An HMO 
thatcontractswith a medical group.
partnership or corporation composed 

professionalsof health licensed to 
practice medicine orosteopathy as  
well a s  other health professionals n e e  
essary for the provision of health s e w  
Ices. 

health maintenanceorganization
HMO V An organized system which 
combines the delivery and financingof 
health a r e  and which provider basic 
Health services LO voluntarily enrolled 
subscribers for a fixed prepaid fee 

individual practice association 
(IPA) HMO - An HMO that con. 
tracts for delivery of services with a 
partnership.corporation.or associa
tion whose malor objective 19 to enter 
intocontractualarrangementswith 
health professionals for the delivery of 
such health services. 

Subscriber - An individualwho is 
contractually entitled LO receive basic 
health services from a healthmainte
nance organrution. 

Secretary - The Secre ta ry  of 
Health of the Commonwealth. 

Staff HMO - An HMO that d e  
livers sewices through i t s  own physi
clans who are paid employes (staff)of 
the HMO 

primary cam physician - A physi
clan who supervises. corrdinates and 
provides initial and basica r e  to mem
bers: theirinitiatesreferral for 
specialist care and maintains continu
ity of patient care  

subchapter B. development
Of A HEALTH maintenance 

organization 
4 931. certificate of need requirements 

Corporatiom seeking to develop
Health maintenance organizationsmay

subject to theprovisions of (h. 
Health Care faci l i tes  Act (35 P.S. 
4 5  448.101- 448.904, and chapter
401 (relating to Certifier& of Need 
program.applications fa A certificate 
caw of authority under tho act will k 
examined LO ensurecompliancewith 
certificate of Need requirements 
4 9.32. preapplication development w-

Ilrllles. 

corpora t ion  In the process of devel
opting 8 health maintenance organ--

RULES AND REGULATIONS 

tion are urged $ u t  not required t o  pe
modically Inform the  Departmentof 
theirdevelopmental activities and to 
mane use of Department technical ad. 
vice andassistanceasauthorized by 
section 2 of t h e  act 140P S 9 1552) 

Subchapter C. application

FOR A certificate 

OF authority 


8 	 9 . 5 1 .  Prohibition against uncertified 
health maintenance organizations 
So corporationshall	solicitenroll

enrollment of subscribers sub
scribers prepaidordeliver basic 
health care services by, through. or in 
J health maintenance organization un
ti l  it has received a certificate of 
authority LO operate andmaintain 
such health maintenance organization 
from the Secretary andthe commis
sioner. 

932.  Costeat of application for ter
tificate of authority 

Each application for a certificate of 
authority under the act shall be made 
to the Secretary and the Commissioner 
in writing That partof the application
directed to the Secretary shall conurn 
the following information: 

11) A copy of the basicorganiza
document of thetional applicant

organization such as the articlesof In
corporation.and all amendmenu 
thereto. 
121 A copy of the bylaws. rules and 

regulations. or similardocuments 
regulating the conduct of the internal 
affairs of the applicant corporatioh 

(3) A list of thenames.addresses. 
and official positions of the boardof d
rectors of theapplicantcorporation
and of perrons who are to  be responsi
ble for the conductof the affairs of tho 
applicant - including but not limited 
LO theexecutivedirector or Reria 
dent. Medical Director.Director of 
Markrung. and Director of finance 
(4)A description of the service A m 

of the proposed health m i n t e m n e e  
organization - includinggeographic
boundarm.demographic dam. and 
identification of populationgroups
Which would k sources Of prepay
ment 

(5) A copy of the applicant corpora
tion's proposedcontractswith sub 
scribers and groups of subscribers, net
ting forth the corporation I contractu
d obligations to provide balsic health 
services 

16) A copy of the applicant corpora.
tlon s contracts with physicians, 
groups of physiciansorganizedon a 
grouppractice or individual-practice
basis hospitals skilled nursing facil 

, .  
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ties. and other provider3 o f  Health care 
services enabling it [ D  provide basic 
healthservices t o  L voluntarily e n 
rolled population 

17) A copy of  any contract w i t h  any 
individual partnership association or 
corporation fo r  :he  performance on its 
b e h a l f  of  anynecessaryfunctions In
cluding b u t  not limited to marketing 
enrollment and administration a n d  of 
anycontractwithaninsurancecom 
pany, plan orhospital corporation
professional health services corporation
for the provision of insurance or in
demnity or reimbursement against the 
cost of healthcare services provided
by the healthmaintenanceorganza
tion 

(81 A detailed description of the ap
plicant proposedcorporation’s
grievanceresolutionsystemwhereby
the cornphinu of its subscribers may
be acted uponpromptlyand s a t u 
factorily 

(9) A detailed description of the ap
plicant corporation’s arrangements for 
an ongoingquality-of-healthcare as
surance program. 

110) A detailed description of the ap
plicant corporation’s potential ability 
to assure both the availability andac
cessibility of adequate personnel and 
facilites to serve enrolled subscribers 
in a manner enhancing availablity.C
cessibility and continuity of services, 
includinginformationregarding pro
posed practice site locations and hours 
of operation 

(111 A detaileddescription of rea
incentives for costsonable control 

wittun the structureandfunction of 
the healthproposed maintenance 
organization 

112) A brief description of Federal 
p a n t  or loan funds received by the ap
plicant corporationfor the purposesof 
developing a federally qualified health 
maintenance organtauon. 

(13) A copy of the applicant corpora
tion's most recent financial s ta tement  

(14) A description of t h e  applicant
corporation's capability to collect and 
analyze necessary data relating t o  the 
utilization of health care servicesby
enrolled subscribers 

(1s) A copy of proposed general s u b  
scriber literature 
(16)A job description for the posi

tion of medicaldirector. 
(17) A procedure for referral of s u b  

scribers LO nonparticipating special
ists 

(18) Written procedures for pay
ment of emergencyservices provided
by other than a participating pro \  provider 
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(191 A description of the manner In 
which subscribers will be selected t o  
meet the statutory requirements t h a t  ', 
of the board members be subscribers. 

4201 A description of t h e  system
established to ensure that the records 
of thecorporationpertaining to 11s 
operation of a health maintenance 
organizationare identifiable and dls
distinct from other activities that  corporation 
ratlon may engageIn. 

I211 A copy of thewritten procedures
procedures regarding frequentlyutilized 
services required by 9 9.75(e) treating 
to operational standards regarding as
surance of access to carel. 

(221 Any other information that the 
application corporation m y  wish to 
submit  which reasonably relates to its 
capability of operating and maintain 
in(a health maintenance organization 

9.53. review by the department 

(a1 Before the Department approves
issuance of certificate of authority. I C  
will conduct a thorough assessment to 
ascertain whether the proposed health 
maintenanceorganization the plan
under which it proposes to operate 
and the services which IC proposes to 
provide artconsistent with thepur
poses andprovisions of theactand 
this chapter. 

(b)Within 10 business days of r e  
receiving an  application for a certificate 
of authortry. the Department will de
determine whether the information sub  
submitted IS complete I f  the Department
determines that the information IS not 
complete and that additional Informa
tion II required it will send a request 
as soon as possible In writing to the JP 
applicant corporation statingspecifically 
w h a t  information IS needed. A copy of 
the request wil be sent to the commissioner 
commissioner 

(c) the application for a certificate 
of authority will not be considered 
complete until the additional in form
tion ISreceived by the depar tment
Department. 

(d) The Department m y  visit or in
respect the site 01 p r o p o d  site Of the 
health maintenance organrution's fa
facilities to aser rurn  its capability 10 

out its required functions 
(e) Uponreceipt of an application

for certificate of authority the 
department will publishnotification of 
receipt of the filing In the pennsylvania 
pennsylvania bulletin in order LO provide an  
opportunity for public comment. 

If) The Department m y hold wb 
tic hearing to obtainadditional in. 
formation abou t  proposedhealth 

organizationmaintenance Tho Dt 
IRJ d92-01 
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department whenever possible and a p  
appropriate will a t t e m p t  to holdjoint
hearings with the  InsuranceDepart
ment. 

11) I f  t h e  Department decides to 
hold a public hearing notification In 
writing will be provided to the appli  
cantcorporation by certified mall at  
least 10 business daysprior LO the 
hearing 

121 notice of the hearing will also bo 
published In the pennsylvania bulletin 
a t  least IOdays prior LO the hearing 

13)  t h e  hearing will be conducted as 
soon 1 s  possible but no earlier than10 
business days after written notice has 
been provided to the applicant carp 
tauon. 

(g) The Department rill confer with 
and coordinate its investigation with 
the commissioner 

(h1 within 90 days of receipt of a 
completed application for a certificate 
of authority. the Secretary and Com
commissioner will jointly do either of tho 
following 

I11 Approve the application and is
sue a certificate of authori ty  or. 

(21 Disapprove the application. specifying 
clfylng In writing the SON for 
such anydisapprovaldisapproval
of an application may bo appealed
in accordancewith 2 Pa. c. s. 
40  501 - 508 and 701 - 704 (relating 
to administrative agency law). 

i 	9 . 9 .  standards regarding approval of 
certificate of authority 

Each application for a certificate of 
authority will be reviewed to enawe 
that the applicant corporationandproposed 
posed health maintenance organization
tion are capable both initially don 
an ongoingbasis to meet the miaimurn 
operatingstandardsfound in S u b  
chapter E relating to operational
standards fora health maintenanceorganizational 

organization 
i 9 3 5 .  alternative application format 

With prior permissionof the department 
m t  an applicantcorporation m y
submit  In liew of t h e  i d o m t i o na d  
format In 4 9.52 relating to 
content of application f o r  of 
authority). 0 COW of i t s  federal qualification
qualification application appropriately am 
annotated rad referenced LO the rub 
# i o n  requirements of the chapter 

subchapter D. certificate 
OF authority requirments

FOR foreign health 
maintenanceorganizations

reserved 

. . . . . I  ~ .
. . .  . . .  

i : *  ' 

subchapter E. operational
standards FOR A 

HEALTH maintenance 
organization 

8 9.71. operational standards. 

Each corporation receiving a C u r : !  
U t e  ofauthority to establish and OF 
ate a health maintenance organization
undertheact shall provide quality
health care services In a cost-efficiency 
manner to voluntarily enrolled subscribers 
subsribers by meetingthe minimum 
standards set forth In this subchapter 
1 9.72. basichealthservices 

(a1 A healthmaintenance organize
tion shall provide a t  least the following
basic health services: 

(11 emergency ram. profession 
healthservices medically necessary
immediately to preserve life or sub 
lire health. a v a k b l e  on an inpatient ( 
an outpatlent basis 2 1  hours per day. 
drys per week. 

12) ambulatory physician car 
Medicany necessary and preventive
health services performed. prescribed 
or supervised by physiciansfor pi
t i enu  who are not confined to bod I 

an institution or a t  home. These services 
icm may be provided In a nonhospital
based health cat8 facility a t  hospital
tal. or m a  physician’s office 

(3) inpatienthospital cur!.  medical 
ly necessary hospital service affordin 
inpatient treatment to subscribers m 
general hospital for a minimum of 9 
days per contract or calendar year 
hospitalservices include room a n  
board:generalnursing are:  s p e w
diets when medically necessary use c 
operating room and related facilities 
use of intenswe care unit and sewice 
x-ray. laboratory and otherdiagnostic 
tests drugs medications biological
anesthesia and oxygen services special 
special duty nursing when medically necessary 
m y : physician therapy. radiation 
therapyandinhalationtherapy: ac 
administrationof who& blood and blood 
plasma and short-term rehabilitation 
services 

(4) inpatient physician C O T .  Gena 
ally accepted a n d  medically necessary
hulth sewices performed. prescribed 
01 supervised byphysicianswithin 
hospital for registered bed patients in 
including diagnostic and therapeutic 
are. 

(5) outpatient and preventive m d  
i c d  'remierr. Services. such as we1 
baby core. immunizations and period 
ic physical examinations provided 
with Ch. goal of protection against ant 
early detection andminimization o 
the 31 effects and c a u s a  of disease a 
disability 
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Ib) A healthmaintenance organization
tlon shall provide basic hea l th  s e n  Ices 
to  its subscribers a s  needed and with. 

unreasonableout hutations as t o  
t u n e  andcostnominalcopayments 
may be imposed upon healthbasic 

- servicessubject t o  the  following c o n .  
conditions 

I : )  To Insure thatcopayments a r e  
not a barrier to  the utilization of 
healthservices or  membership In the 
organization a health maintenance or. 
organization shall neither Impose Copay. 
copayment charges that exceed SOco of the 
total cost of providing any single s e w  
Ice LO its subscribers nor ZOnr of the LD. 
tal cost of providing all basichealth 
s e w n ) .  

(2 )  No copaymentmay bo imposed 
onanysubscribercoveredunder his 
contract In any calendar yearwhen the 
copayments made by the subscriber in 
the calendar year tom1 50% of the to 
tal annualpremiumcost which the 
subscriber would bo required t o  pay if 
enrolled underanoption with no co
payments. The subscriber must dem

thatonstrate copayments In tha t  
amount have been paid during the CAI
endar year. 

I C )  Reasonableexclusions.such a s  
are customarily found In group health 
Insurancepolicies will be permitted
Examples of reasonable exclusions are 
cosmetic surgery unless medically n e  
necessary custodial or domiciliarycare. 
anddurablemedicalequipment for 
home use. 

tdt A healthmaintenanceorganiza
tlon may provide In addition to basic 
health sewces  o the r  healthservices 
such as cosmetic surgery. prescription 
drug coverage. denul  coverap .  men
tal health benefits. and similar wry
ices which a voluntary  enrolled popu
population may require LO maintain physi
cal and menu1 health. 
i 9.73. subscriber grievance system. 

An HMO shall have a written grievance
grievance procedure f o r  prompt and effective 
t w o  resolution of subscriber grievances 
grievances Tho grievance procedure shall 
include the following elements 

(1) Them shal l  bo an initial level of 
investigation and review of any
grievance 

Ii)  The initid vi^ shall k con
ducted by a committee consisting of 
OM 01 mom individualswho may k 
employees of the healthmaintenance 
organization 

(ii) Theinitial review shall provide
the opportunity for the subscriber and 
any other party of merest Lo present
writtendatapertinent to thegriev 
a n a .  
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' ; I I I  The decision of :he inital review 
committee shall be binding unless the 
subscriber appeals the decision 

I I V I  The subscriber shall be notified 
In writing of  his right t o  a p p e a l  the d e  
decision t o  a second le \  el review commit. 
Lce 

( 2 1  A subscriber shall have the right 
to  appeal a decision of the Initial r e  
view committee to  a second level of re 
view 

I I )  Thesecond level of reviewshall 
be conductedby a commitwe established 
established b y  the board of &rectors of the 
health maintenance organization 

[ i i )  A t  least VI of the membersof the 
committee shall be subscribers of the 
health maintenanceorganization 

( i d  The decision of the second level 
review committee shall be binding un
less thesubscriberappealsthe d m 
sion depending upon the nature of the 
grievance LO the Secretaryor the Com
commissioner 

(iv) The subscriber shall be notified 
in writing of his right LO appeal a decision 
sion of the second level of review com
mittee 

( V )  The second level review 
tee shall havewrittenprocedures for 
investigation grievances. for conduct
ing formal hearings and for utilizing
informed consultants to resolve gr iev 
ances 

I31 An oral complaint which cannot 
be resolved informally shall be pre
sented in writingaccording LO pur 
graphs 1 l )  and 12) before it shall be con
sidered a formal grievance 

(4 )  Thehealthmaintenance organ
ization shall specify reasonable time 
limits for disposition of grievances A' 
each level of review 

15) Thehealthmaintenance organ
ization shall includeadescription of 
the grieveance system in subscriber 
contracts. 

(6) The healthmaintenance organ
ization shall have a separate and add
tional form notifyingsubscriben of 
the existenceof and their rights within 
the grievance system. This f o r m  ahall 
bo distributed to subscribers at  least 
annually. publication of this id
tion in a member newsletter published
by thehealthmaintenance organiza
tion shall k sufficient to maw this 
paragraph. 

17) At  any stage of thegrievance 
process. at  the request of a subscriber 
thehealth maintenance organrution
shall appointa member of its staff who 
has no direct Involvement in tho cas@ 
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t o  represent  the subscriber A sub 
scriber presenting I grievance shall !H 
specifically notified of I u s  right t o  have 
such a staff member appointed LO a s  
sist him 

(91 The health maintenanceorgan
ization shall maintainrecords of ai; 
grievances and shall include In its an. 
nuai reports L O  the Department a d e  
scription of the total number or grievances 
antes handled. a compilation of the 
causes underlying the grievances and 
theresolution of thegrievances see
8 9.91 relating to annual reports). 

8 9.74. Qualify assurance systems. 
fa) A healthmaintenance organization 

cion shall have a written procedure to 
provideongoing renew. analysis a* 
assesment and subsequent actions for 
improvement of the quality of health 
care services delivered LO its subscriber 
ert. This procedureshallinclude a t  
least the following elements 

(11 medical records shall k maintain 
tamed m a current detailed and com
prehensivemanner which c o n f o r m  
with good professional medical prac
tice permits effectivequalityassur
ance review and facilitates continuity 
of CUI. 

(21 A procedure shall be specified to 
assure that only those services which 
reprosent proper utilization of health 
a r e  facilitiesandconformwith COO
t ac tua l  provisions are provided. 
(b) Review of thequality of care 

shall not be liited to technical as
pects of care alone but shall also in
clude availoability accessibilityand 
continuity of c u e  provided LO mem
bers. 

(c1 The results of quality assurance 
ivitier shal l  bo made known LO p a r

ticipatingprowden in a manner d e  
signed to facilitate improvementla the 
quality of service delivered and which 
is approved bytheDepartment. 

(d) At least 0110 a year. a report on 
quality assurance activities - included 
ing studies undertaken results rub
quem actions. and aggregate data on 
utilization and quality of services rep 
dud to subscribers - shall b@ pre
sented to the board of directors 

( 0  date on tho utilization of health 
care services shall be collected and  
shall be analyzed periodically to identi
f y  for further in-depthinvestigation 

Eu n a  over-utilizationunder-uti 
ation. or misutilization of health 

care services by membersor prowden. 
Aggregater utilization dam shall be m 

ported quarterly to the secretary SI. 
9.92 relating LO quarterly reports,. 


